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FEDERAL  RESERVE  SYSTEM 

COMPTROLLER  OF  THE  CURRENCY 

FEDERAL  DEPOSIT  INSURANCE 
CORPORATION 

FEDERAL  HOME  LOAN  BANK  BOARD 

NATIONAL  CREDIT  UNION 
ADMINISTRATION 

[Reg.  B] 

EQUAL  CREDIT  OPPORTUNITY 

Joint  Notice  of  Proposed  Enforcement 
Guidelines 

AGENCIES:  The  Board  of  Governors 
of  the  Federal  Reserve  System,  the 
Comptroller  of  the  Currency,  the  Fed¬ 
eral  Deposit  Insurance  Corporation, 
the  Federal  Home  Loan  Bank  Board, 
and  the  National  Credit  Union  Admin¬ 
istration. 

ACTION:  Proposed  uniform  guidelines 
for  administrative  enforcement  of 
Regulation  B,  Equal  Credit  Opportu¬ 
nity,  and  the  Fair  Housing  Act. 

SUMMARY:  This  document  sets  forth 
the  guidelines  which  the  Board  of 
Governors  of  the  Federal  Reserve 
System,  the  Comptroller  of  the  Cur¬ 
rency,  the  Federal  Deposit  Insurance 
Corporation,  the  Federal  Home  Loan 
Bank  Board  and  the  National  Credit 
Union  Administration  propose  to 
follow  in  order  to  correct  the  condi¬ 
tions  resulting  from  violations  of  Reg¬ 
ulation  B  or  the  Fair  Housing  Act. 
The  agencies  believe  that  the  adoption 
of  guidelines  will  promote  uniform  en¬ 
forcement  of  the  Equal  Credit  Oppor¬ 
tunity  Act  and  Fair  Housing  Act. 

DATES:  Comments  must  be  received 
on  or  before  September  5, 1978. 

ADDRESSEIS:  Written  comments 

should  be  addressed  to:  Equal  Credit 
Opportunity  Guidelines,  Room  B— 
4107,  Washington,  D.C.  20551. 

FOR  FURTHER  INFORMATION 
CONTACT: 

William  Resnik,  Comptroller  of  the 
Currency,  202-447-1600;  Anne 
Geary,  Federal  Reserve  Board,  202- 
452-2761;  Karl  Seif,  Federal  Deposit 
Insurance  Corporation,  202-389- 
4422;  Frank  Passarelli,  Federal 
Home  Loan  Board,  202-377-6525; 
Edward  Dobranski,  National  Credit 
Union  Administration,  202-632-4870. 

SUPPLEMENTARY  INFORMATION: 
This  document  sets  forth  the  guide¬ 
lines  the  Federal  financial  regulatory 
agencies  propose  to  follow  when  viola¬ 
tions  of  the  Equal  Credit  Opportunity 
Act  or  Fair  Housing  Act  are  discovered 
in  the  course  of  examinations  or 
through  investigation  of  complaints. 


The  agencies  believe  that  coordination 
among  the  agencies  will  promote  uni¬ 
form  enforcement  of  the  law. 

The  guidelines  indicate  what  correc¬ 
tive  action  creditors  will  be  required  to 
take  when  substantive  violations  are 
discovered.  It  should  be  noted  that 
creditors  will  be  required  to  correct  all 
violations,  including  such  matters  as 
an  error  on  an  application  form. 

The  guidelines  will  neither  preclude 
the  use  of  any  other  administrative 
authority  that  any  of  the  agencies  pos¬ 
sess  to  enforce  these  laws,  nor  limit 
the  agencies'  discretion  to  take  other 
action  to  correct  conditions  resulting 
from  violations  of  these  laws.  The 
agencies  retain  discretion  to  consider 
the  suitability  of  the  prescribed 
remedy  under  the  circumstances  of 
each  case. 

The  guidelines  will  not  preclude  the 
enforcing  agencies  from  referring  to 
the  Attorney  General  cases  involving  a 
pattern  or  practice  of  discrimination 
nor  will  the  guidelines  foreclosure  a 
customer’s  right  to  bring  a  civil  action 
under  the  Equal  Credit  Opportunity 
or  Fair  Housing  Acts. 

To  aid  the  agencies  in  consideration 
of  this  matter,  interested  persons  are 
invited  to  submit  relevant  comments 
or  data.  Any  such  material  should  be 
submitted  in  writing  to: 

Equal  Credit  Opportunity  Guidelines.  Room 
B-4107.  Washington,  D.C.  20551. 

.  The  comments  will  be  made  availa¬ 
ble  for  inspection  and  copying  upon 
request,  except  as  provided  in 
§  261.6(a)  of  the  Board’s  rules  regard¬ 
ing  availability  of  information  (12 
CFR  Part  261.6(a)). 

Authority 

These  guidelines  are  proposed  pursu¬ 
ant  to  the  enforcing  agencies’  authori¬ 
ty  under  the  Equal  Credit  Opportuni¬ 
ty  Act  (ECOA)  (15  U.S.C.  1691,  et  seq.'i 
and  mider  section  8(b)  of  the  Federal 
Deposit  Insurance  Act  (12  U.S.C. 
1818(b))  for  the  Board  of  Governors  of 
the  Federal  Reserve  System,  the 
Comptroller  of  the  Currency  and  the 
Federal  Deposit  Insurance  Corpora¬ 
tion;  the  Home  Owners  Loan  Act  of 
1933  (12  U.S.C.  1464(d))  and  the  Na¬ 
tional  Housing  Act  (12  U.S.C.  1730)  for 
the  Federal  Home  Loan  Bank  Board; 
and  the  Federal  Credit  Union  Act  (12 
U.S.C.  1786(e)(1))  for  the  National 
Credit  Union  Administration. 

Drafting  Information 

The  principal  drafters  of  this  docu¬ 
ment  were  Roberta  Boylan,  Comptrol¬ 
ler  of  the  Currency;  Karl  Seif,  Federal 
Deposit  Insurance  Corporation;  Anne 
Geary,  Federal  Reserve  Board;  James 
Kristufek,  Federal  Home  Loan  Bank 
Board  and  Edward  Dobranski,  Nation¬ 
al  Credit  Union  Administration. 


Proposed  Statement 

In  consideration  of  the  foregoing, 
the  agencies  propose  the  following 
guidelines: 

Statement  of  Enforcement  Policy 

DEFINITIONS 

1.  "Act”  means  the  Equal  Credit  Op¬ 
portunity  Act  (15  U.S.C.  1691,  et  seg.). 
Regulation  B  (12  CFR  202),  and  the 
Fair  Housing  Act  (42  U.S.C.  3601,  et 
seg.). 

2.  "Applicant”  means  "applicant”  as 
defined  in  section  202.2(e)  of  Regula¬ 
tion  B. 

3.  "Corrective  action”  means  a 
course  of  conduct  to  be  undertaken  by 
a  creditor  at  the  direction  of  an  en¬ 
forcing  agency  to  correct  the  condi¬ 
tions  resulting  from  violations  of  the 
Act. 

4.  "Creditor”  means  "creditor”  as  de¬ 
fined  in  §  202.2(1)  of  Regulation  B. 

5.  "Enforcing  agency”  means  the 
Board  of  Governors  of  the  Federal  Re¬ 
serve  System,  the  Comptroller  of  the 
Currency,  the  Federal  Home  Loan 
Bank  Board,  the  Federal  Deposit  In¬ 
surance  Corporation,  and  the  National 
Credit  Union  Administration. 

General  Enforcement  Policy 

The  objectives  of  the  agencies’  en¬ 
forcement  policy  are  to  require  correc¬ 
tive  action  for  violations  and  to  assure 
compliance  in  the  future.  The  enforc¬ 
ing  agencies  will  encourage  voluntary 
correction  and  compliance  with  the 
act.  Whenever  substantive  violations 
are  discovered,  however,  a  creditor 
that  has  not  previously  adopted  a  writ¬ 
ten  loan  policy  which  is  consistent 
with  the  act  will  be  required  to  adopt 
one  and  to  formulate  a  compliance 
plan  to  implement  that  policy.  In  addi¬ 
tion,  the  enforcing  agency  will  take 
action  as  indicated  in  these  guidelines 
to  correct  the  conditions  resulting 
from  the  violations.  In  all  cases,  the 
enforcing  agency  will  consider  the 
suitability  of  the  prescribed  remedy 
for  the  circumstances— for  example, 
the  character  of  the  violation,  the  con¬ 
dition  of  the  creditor  and  the  cost  and 
effectiveness  of  the  corrective  action— 
and  will  make  whatever  modifications 
it  deems  appropriate.  If  violations 
remain  uncorrected,  the  enforcing 
agency  will  take  administrative  action 
by  appropriate  means,  such  as  a  cease 
and  desist  order,  to  insure  correcton. 

Corrective  action  under  these  guide¬ 
lines  will  not  preclude  the  enforcing 
agencies  from  referring  cases  involving 
a  pattern  or  practice  of  discrimination 
to  the  Attorney  General,  nor  does  cor¬ 
rective  action  cut  off  the  rights  of  in¬ 
dividuals  under  section  706  of  the 
ECOA. 

These  guidelines  should  not  be  con¬ 
sidered  all  inclusive  of  possible  en¬ 
forcement  action  by  the  agencies. 
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SPECIFIC  VIOLATIONS 

I.  Discouraging  Applications  on  a  Pro¬ 
hibited  Basis  in  Violation  of 

§  202.5(a)  of  Regulation  B 

The  creditor  will  be  required  to  solic¬ 
it  credit  applications  from  the  discour¬ 
aged  class  through  affirmative  adver¬ 
tising,  and  all  advertising  will  be  sub¬ 
ject  to  review  by  the  enforcing  agency. 
The  content  as  well  as  the  medium  of 
advertising  should  relate  to  the  dis¬ 
couraged  class.  The  creditor  may  be 
required  to  advise  agents,  dealers, 
community  groups,  and  brokers  that  it 
pursues  a  non-discriminatory  lending 
policy. 

Comment  Identifying  the  actual  vic¬ 
tims  of  pre-screening  may  not  be  feasi¬ 
ble.  Therefore,  requiring  the  solicita¬ 
tion  of  applications  from  the  discour¬ 
aged  class  through  affirmative  adver¬ 
tising  may  be  the  only  expedient 
means  of  correcting  this  violation.  For 
example,  if  a  creditor  advertises  only 
for  deposits  in  minority  areas  but  dir¬ 
ects  loan  advertising  only  to  white 
neighborhoods,  it  would  be  required  to 
extend  similar  loan  advertising  to  the 
minority  areas.  Or,  if  a  creditor  dis¬ 
courages  applications  from  women, 
future  advertising  for  particular 
type(s)  of  credit  over  a  specific  period 
would  have  to  affirmatively  solicit 
that  group.  In  ruling  on  the  adequacy 
and  timing  of  the  proposed  affirmative 
advertising,  the  enforcing  agency  will 
consider  the  extent  of  the  violation, 
the  resources  of  the  creditor,  the  type 
and  cost  of  past  advertising,  as  well  as 
the  efficacy  of  the  advertising  in 
reaching  the  discouraged  class. 

II.  Using  Discriminatory  Elements  in 

Credit  Evaluation  Systems  in  Viola¬ 
tion  of  the  Fair  Housing  Act  and 

§§  202.6(a)  and  202.7  of  Regulation  B 

The  creditor  will  be  required  to  re¬ 
evaluate.  in  accordance  with  a  non-dis¬ 
criminatory  written  loan  policy,  all 
credit  applications  rejected  during  a 
period  of  time  to  be  determined  by  the 
agency.  The  creditor  will  be  required 
to  send  letters  soliciting  new  applica¬ 
tions  from  individuals  discrimlnatorlly 
rejected.  These  individuals  must  be  re¬ 
funded  any  fees  or  costs  paid  by  them 
in  connection  with  their  original  appli¬ 
cations.  Any  individuals  who  make  a 
new  application  as  a  result  of  such  so¬ 
licitation  shall  not  be  required  to  pay 
any  fee,  including  but  not  limited  to 
an  application  fee,  appraisal  fee  or  fee 
for  a  credit  check,  prior  to  the  accept¬ 
ance  of  an  offer  of  credit  by  the  credi¬ 
tor.  If  such  application  is  approved, 
and  the  applicant  accepts  the  credit, 
the  creditor  shall  reimburse  the  appli¬ 
cant  for  any  penalty  incurred  in  con¬ 
nection  with  the  prepayment  of  any 
existing  loan  which  was  obtained  in 
lieu  of  the  discriminatorily  denied 
credit. 

Comment  The  past  period  for  which 
a  creditor  will  be  required  to  re-evalu¬ 


ate  applications  will  be  determined  by 
an  assessment  of  the  nature  of  the  vio¬ 
lation  and  the  type  of  credit  involved. 
The  standards  of  creditworthiness 
used  to  re-evaluate  applications  shall 
not  be  more  stringent  than  those  in 
effect  at  the  time  the  applicant  was 
denied  credit. 

III.  Imposing  More  Onerous  Terms  on 
a  Prohibited  Basis  in  Violation  of 
the  Fair  Housing  Act  and  §  202.6(b) 
of  regulation  B 

Where  a  creditor  has  charged  a 
higher  rate  or  required  insurance  in 
violation  of  the  act,  corrective  action 
will  be  taken  in  the  form  of  reimburse¬ 
ment  or  adjustment.  Where  other 
more  onerous  terms,  such  as  a  higher 
downpayment,  were  required  in  viola¬ 
tion  of  the  act,  the  creditor  must 
notify  those  applicants  that  they  may 
renegotiate  the  extension  of  credit  on 
terms  for  which  they  qualified  at  the 
time  credit  was  originally  granted. 
Furthermore,  the  creditor  must  offer 
to  release  the  applicant  from  any 
other  term  illegally  required,  and  to 
reimburse  the  applicant  for  any  other 
money  illegally  required. 

Comment  The  procedures  for  cor¬ 
recting  violations  such  as  charging  a 
higher  rate  or  requiring  credit  insur¬ 
ance  will  be  those  adopted  by  the 
agencies  for  correcting  violations  of 
Regultion  Z.  (See  proposed  enforce¬ 
ment  guidelines  for  Regulation  Z,  42 
FR  55786,  October  18, 1977.) 

rv.  Requiring  Cosigners  on  a  Prohibit¬ 
ed  Basis  in  Violation  of  the  Fair 
Housing  Act  and  §  202.7(d)  of  Regu¬ 
lation  B 

Where  a  cosigner  is  required  in  viola¬ 
tion  of  the  Act,  the  creditor  must  offer 
to  release  any  unnecessary  cosigner 
from  liability.  Where  a  cosigner  is  nec¬ 
essary  to  support  the  extension  of 
credit  but  the  creditor  has  restricted 
the  applicant’s  choice  of  cosigner  on  a 
prohibited  basis,  the  creditor  must 
notify  the  applicant  that  another  fi¬ 
nancially  responsible  cosigner  may  be 
substituted. 

V.  Failing  to  collect  Monitoring  Infor¬ 
mation  in  Violation  of  §  202.13  of  Re¬ 
gultion  B 

If  a  creditor  has  failed  to  collect  and 
retain  required  monitoring  informa¬ 
tion,  it  must  solicit  such  information 
from  all  who  have  applied  for  real 
estate  loans  since  March  23,  1977,  or 
the  previous  examination,  whichever 
is  later. 

Comment  Agencies  with  substitute 
monitoring  programs  may  use  other 
forms  of  corrective  action. 

VI.  Failing  to  Provide  Notices  of  Ad¬ 
verse  Action  in  Violation  of  §  202.9  of 
Regulation  B 

Appropriate  notices  of  adverse 
action  must  be  sent  to  all  applicants 


denied  credit  within  25  months  of  the 
date  of  the  examination. 

VII.  Failing  to  Maintain  and  Report 
Separate  Credit  Histories  for  Mar¬ 
ried  Persons  in  Violation  of  §  202.10 
of  Regulation  B 

If  the  creditor  has  failed  to  obtain 
sufficient  information^  to  report  credit 
information  in  accordance  with  the  re¬ 
quirements  of  §  202.10  of  Regulation  B 
for  accounts  held  by  married  persons, 
the  creditor  will  be  required  to  obtain 
all  the  necessary  information  it  lacks. 
Thereafter,  the  creditor  shall  properly 
report  the  credit  information. 

Whenever  the  creditor  has  failed  to 
report  credit  information  in  accord¬ 
ance  with  the  requirements  of  §  202.10 
of  Regulation  B  on  accounts  held  by 
married  persons  but  has  sufficient  in¬ 
formation  to  do  so.  it  will  be  required 
to  designate  joint  accounts  to  reflect 
the  participation  of  both  spouses. 
Thereafter,  the  creditor  shall  properly 
report  the  credit  information. 

In  addition,  where  the  creditor  has 
failed  to  report  a  separate  credit  histo¬ 
ry  as  required,  each  account  must  also 
receive  a  statement  advising  the  ac- 
coimt  holders  that  if  either  spouse  has 
been  refused  credit  since  January  1, 
1978,  on  the  basis  of  insufficient  credit 
history,  he  or  she  may  want  to  reapply 
for  that  credit  since  the  denial  may 
have  been  caused  by  the  creditor’s  fail¬ 
ure  to  report  all  credit  information. 

VIII.  Terminating  or  Changing  the 
Terms  of  Existing  Open  End  Ac¬ 
counts  on  a  Prohibited  Basis  in  Vio¬ 
lation  of  §  202.7(c)  of  Regulation  B 

Where  a  creditor  has  violated  the 
act  by  terminating  an  account  or 
making  a  change  in  terms  which  is  less 
favorable  to  the  borrower,  the  creditor 
will  be  required  to  return  the  account 
to  its  previous  condition,  unless  an 
evaluation  of  the  creditworthiness  of 
the  affected  parties  justifies  other 
action. 

Dated:  June  22, 1978. 

G.  William  Miller. 
Chairman,  Board  of  Governors 
of  the  Federal  Reserve  System. 

H.  Joe  Selby, 

Acting  Comptroller  of  the  Currency. 

George  A.  LeMaistre, 
Chairman,  Federal  Deposit 
Insurance  Corporation. 

Robert  H.  McKinney, 
Chairman,  Federal  Home  Loan 
Bank  Board. 

Lawrence  Connell,  Jr., 
Administrator,  National  Credit 
Union  Administration. 


[FR  Doc.  78-18681  FUed  7-5-78;  8:45  am] 
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